STATE OF ARIZONA

DoucLras A. Duckey OFrrFick oF THE GOVERNOR Executive OFFICE
GOVERNOR '

April 13,2018

The Honorable Michele Reagan
Secretary of State

1700 W. Washington, 7% Floor
Phoenix, AZ 85007

Dear Secretary Reagan:

I am transmitting to you the following bills from the Fifty-third Legislature, 2" Regular Session,
which I signed on April 12, 2018:

HB 2081 insurance adjusters; application of laws (Livingston)

HB 2083 insurance contracts; construction (Livingston)

HB 2086 schools; diabetes management policies; pharmacists (Carter)

HB 2188 prisoners; special services fund; uses (Boyer)

HB 2192 military family relief fund; extension (Carter)

HB 2211 bankruptcy exemption; personal property (Thorpe)

HB 2228 AHCCCS; annual waiver; applicability (Cook)

HB 2246 jail; prohibited items; drugs (Farnsworth, E.)

HB 2314 misdemeanor sentence; authorized disposition (Farnsworth, E.)
HB 2315 intensive probation; employment wages; monitoring (Farnsworth, E.)
HB 2321 auricular acupuncturists; fingerprinting (Carter)

HB 2328 concealed weapons permit; electronic reports (Farnsworth, E.)

HB 2601 securities; crowdfunding; virtual coin offerings (Weninger)

HB 2602 running nodes; blockchain; regulation prohibition (Weninger)

SB 1034 committee of reference; standing committee (Kavanagh)

SB 1054 ASRS; nonparticipating employers (Fann)

SB 1090 Beirut barracks bombing remembrance day (Borrelli)

SB 1100 workers' compensation; claim settlement (Fann)

SB 1113 zoning violations; notice; service (Fann)

SB 1150 application fees; financial institutions department (Farnsworth, D.)
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SB 1185 appropriations; named claimants (Kavanagh)

SB 1260 law enforcement officers; interviews; rights (Borrelli)

SB 1379 flood protection districts; divisions; electors (Pratt)

SB 1385 tax appeals; administrative hearings; confidentiality (Farnsworth, D.)
SB 1394 DHS; reporting; abortions (Barto)

SB 1431 memorial; veterans; suicide (Barto)

SB 1442 personal finance (Yee)

SB 1447 juror questionnaire; investigations (Griffin)

SB 1451 patient referral inducements; prohibited compensation (Barto)
SB 1455 civil traffic violations; procedures; penalties (Petersen)

SB 1493 environmental quality; dredge, fill permits (Griffin)

SB 1503 delinquent restitution; procedure (Smith)

Sincerely,

a‘

‘Douglas A. Ducey
Governor
State of Arizona

Senate Secretary
Chief Clerk of the House of Representatives
Arizona News Service
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CHAPTER 210

SENATE BILL 1054

AN ACT

AMENDING SECTION 38-751, ARIZONA REVISED STATUTES; RELATING TO THE ARIZONA
STATE RETIREMENT SYSTEM.

(TEXT OF BILL BEGINS ON NEXT PAGE)
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Be it enacted by the Legislature of the State of Arizona:

Section 1. Section 38-751, Arizona Revised Statutes, is amended to
read:

38-751. Nonparticipatory employer liability allocation;:

exemption; definitions

A. ASRS shall gttocate—atHrabitity—to ESTABLISH A SEPARATE FUND FOR
an employer OTHER THAN A CHARTER SCHOOL that is:

1. No Tlonger participating in ASRS +F
Pased—om AS A RESULT OF any of the following:

= (a) The character of the employer changes from a public entity
to a private entity.

A —emptoyers—other—thamr—this—state—or—a—charter—schoot;
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COMMTSS oM Chanyges from pubtctoprivate:
Fat I WallaWal L . - | ol L ) el L L | L Il L ] "} y.] . |
B ASRS St ——determme—the—scthedute—amd—method—of—paymemt—of—tte
PO e o s R . . - L .
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I Teptememptoyer—actuariat—accroedt—HabHtymuttipted—by—the
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2 The—tTb—programemptoyer—actuaria —accrued—Hap Tty Mot ed

by —the—tFB—programtotat—deficirt—percentaye:

(b) AN EMPLOYER, OTHER THAN THIS STATE, DISSOLVES.

(c) THROUGH LEGISLATIVE ACTION, THE EMPLOYER IS NO LONGER ENROLLING
NEW EMPLOYEES IN ASRS OR NO LONGER CONTRIBUTING TO ASRS ON BEHALF OF
CURRENT EMPLOYEES OR GROUPS OF EMPLOYEES WHO OTHERWISE WOULD BE ELIGIBLE
FOR ASRS MEMBERSHIP.

2. BASED ON THE NUMBER OF CONTRIBUTING EMPLOYEES AS OF THE
EFFECTIVE DATE OF THIS AMENDMENT TO THIS SECTION BOTH OF THE FOLLOWING
APPLY:

(a) CONSIDERED TO EMPLOY A MINIMUM OF FIFTY EMPLOYEES AS OF ONE
YEAR PRECEDING THE EMPLOYER'S NONPARTICIPATION DATE.

(b) IS NO LONGER PARTICIPATING IN ASRS AS A RESULT OF REDUCING THE
NUMBER OF ACTIVELY CONTRIBUTING EMPLOYEES BY THIRTY PERCENT OR MORE OVER A
THREE-YEAR PERIOD OR BY FIFTY PERCENT OR MORE OVER ANY PERIOD OF TIME BY
FILLING A POSITION ORDINARILY FILLED BY AN EMPLOYEE OF -THE EMPLOYER WITH
AN EMPLOYEE WHO IS NOT OTHERWISE ACTIVELY CONTRIBUTING, UNLESS THE
EMPLOYEE PARTICIPATES IN ANOTHER ARIZONA RETIREMENT PLAN SPECIFIED 1IN
ARTICLE 3, 4 OR 6 OF THIS CHAPTER, OR AN OPTIONAL RETIREMENT PLAN
SPECIFIED IN TITLE 15, CHAPTER 12, ARTICLE 3.

B. SUBSECTION A, PARAGRAPH 2 OF THIS SECTION DOES NOT APPLY TO THIS
STATE UNLESS THE REDUCTION OF ACTIVELY CONTRIBUTING EMPLOYEES IS THE
RESULT OF HIRING ONE OR MORE LEASED EMPLOYEES.

-1 -
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C. FOR A NONPARTICIPATING EMPLOYER DESCRIBED IN SUBSECTION A OF
THIS SECTION, ASRS SHALL ALLOCATE AN ACTUARIAL ACCRUED LIABILITY AND A
DESIGNATED ASSET AMOUNT TO THE NONPARTICIPATING EMPLOYER'S SEPARATE FUND
AS OF THE NONPARTICIPATION DATE, WHICH SHALL BE CALCULATED AS FOLLOWS:

1. THE ACTUARIAL ACCRUED LIABILITY SHALL EQUAL THE SUM OF THE PLAN
EMPLOYER ACTUARIAL ACCRUED LIABILITY AND THE LTD PROGRAM EMPLOYER
ACTUARIAL ACCRUED  LIABILITY. ACTUARIAL ACCRUED LIABILITY SHALL BE
CALCULATED BASED ON THE SAME ACTUARIAL ASSUMPTIONS AND METHODS AS THE
ACTUARIAL VALUATION PERFORMED IMMEDIATELY PRECEDING THE NONPARTICIPATING
EMPLOYER'S NONPARTICIPATION DATE.

2. THE DESIGNATED ASSET AMOUNT SHALL EQUAL THE SUM OF THE
FOLLOWING:

(a) THE PLAN EMPLOYER ACTUARIAL ACCRUED LIABILITY MULTIPLIED BY THE
PLAN FUNDED PERCENTAGE.

(b) THE LTD PROGRAM EMPLOYER ACTUARIAL ACCRUED LIABILITY MULTIPLIED
BY THE LTD PROGRAM FUNDED PERCENTAGE.

D. ALL MONIES AND SECURITIES TRANSFERRED TO THE NONPARTICIPATING
EMPLOYER'S SEPARATE FUND SHALL BE CREDITED TO THAT FUND. A RECORD OF THE
MARKET VALUE AND THE COST VALUE OF SUCH TRANSFERRED CONTRIBUTIONS SHALL BE
MAINTAINED FOR ACTUARIAL AND INVESTMENT PURPOSES. ASRS SHALL MAKE ALL
DECISIONS REGARDING THE NONPARTICIPATING EMPLOYER'S SEPARATE FUND.

E. AFTER ESTABLISHING THE NONPARTICIPATING EMPLOYER'S SEPARATE
FUND, THE FUND SHALL BE ADJUSTED FOR ALL OF THE FOLLOWING:

1. ALL CONTRIBUTIONS MADE BY EMPLOYEES OF THE NONPARTICIPATING
EMPLOYER.

2. ALL CONTRIBUTIONS MADE BY THE NONPARTICIPATING EMPLOYER.

3. ALL PLAN, LTD PROGRAM AND ANY OTHER BENEFITS PAID TO THE
NONPARTICIPATING EMPLOYER'S MEMBERS WHO ARE ACTIVE, INACTIVE, RETIRED OR
ON LONG-TERM DISABILITY.

4. ALL PLAN, LTD PROGRAM AND ANY OTHER BENEFITS PAID TO THE
SURVIVORS OF THE NONPARTICIPATING EMPLOYER'S MEMBERS.

5. THE APPLICABLE SHARE OF THE INVESTMENT GAINS AND LOSSES.

6. EXPENSES ASSOCIATED WITH THE ADMINISTRATION OF THE
NONPARTICIPATING EMPLOYER'S SEPARATE FUND, INCLUDING ANY ADMINISTRATIVE,
DEVELOPMENT, ACTUARIAL, LEGAL, CUSTODIAL AND INVESTMENT MANAGEMENT COSTS
ASSOCIATED WITH THE FUND. THESE EXPENSES SHALL BE PAID DIRECTLY BY THE
NONPARTICIPATING EMPLOYER OR INCLUDED IN THE EMPLOYER'S LIABILITY FOR THE
PURPOSES OF DETERMINING THE EMPLOYER'S CONTRIBUTION RATE.

F. AFTER ESTABLISHING THE NONPARTICIPATING EMPLOYER'S SEPARATE
FUND, THE NONPARTICIPATING EMPLOYER AND ANY EMPLOYEES OF THAT EMPLOYER WHO
ARE ENROLLED IN ASRS SHALL CONTINUE TO HAVE CONTRIBUTION REQUIREMENTS TO
THE NONPARTICIPATING EMPLOYER'S SEPARATE FUND. THE  CONTRIBUTION
REQUIREMENTS SHALL BE CALCULATED AS FOLLOWS:

1. ALL EMPLOYEES OF THE NONPARTICIPATING EMPLOYER WHO ARE ENROLLED
IN ASRS SHALL CONTINUE TO MAKE CONTRIBUTIONS THROUGH PAYROLL DEDUCTIONS

_2_
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BASED ON THE CONTRIBUTION RATE DETERMINED FOR THE EMPLOYEES OF
PARTICIPATING EMPLOYERS OF ASRS PURSUANT TO SECTION 38-736.

2. THE NONPARTICIPATING EMPLOYER  SHALL CONTINUE T0 MAKE
CONTRIBUTIONS THROUGH LUMP SUM PAYMENTS IN ACCORDANCE WITH SECTION 38-735,
EQUAL TO THE SUM OF:

(a) CONTRIBUTIONS OWED THROUGH PAYROLL DEDUCTIONS BASED ON THE
CONTRIBUTION RATE DETERMINED FOR PARTICIPATING EMPLOYERS PURSUANT TO
SECTION 38-737.

(b) THE AMOUNT REQUIRED TO AMORTIZE THE PAST SERVICE FUNDING
REQUIREMENT IN THE NONPARTICIPATING EMPLOYER'S SEPARATE FUND OVER A PERIOD
THAT IS DETERMINED BY THE BOARD AND CONSISTENT WITH GENERALLY ACCEPTED
ACTUARIAL STANDARDS. IN DETERMINING THE PAST SERVICE FUNDING PERIOD, THE
BOARD  SHALL SEEK TO IMPROVE THE FUNDED  STATUS WHENEVER  THE
NONPARTICIPATING EMPLOYER'S SEPARATE FUND IS LESS THAN ONE HUNDRED PERCENT
FUNDED.

G. THE ASRS ACTUARY SHALL DETERMINE THE ACTUARIAL ASSUMPTIONS USED
TO DETERMINE THE CONTRIBUTION REQUIREMENTS FOR THE NONPARTICIPATING
EMPLOYER UNDER SUBSECTION F OF THIS SECTION. NOTWITHSTANDING SECTION
38-737, THE CONTRIBUTION FOR THE NONPARTICIPATING EMPLOYER MAY NOT BE
DETERMINED AS A PERCENTAGE OF COMPENSATION DUE TO THE ANTICIPATED DECLINE
OF COMPENSATION FOR  EMPLOYEES OF THE  NONPARTICIPATING EMPLOYER
PARTICIPATING IN ASRS. THE NONPARTICIPATING EMPLOYER SHALL CERTIFY ON
EACH PAYROLL THE AMOUNT TO BE CONTRIBUTED AND SHALL REMIT THAT AMOUNT TO
ASRS AT A RATE THAT IS CONSISTENT WITH THE RATE PAID BY THE PARTICIPATING
EMPLOYERS. EACH FISCAL VYEAR, AMOUNTS THAT ARE NOT REMITTED THROUGH
PAYROLL CONTRIBUTIONS PURSUANT TO THIS SECTION SHALL BE INVOICED TO THE
EMPLOYER AND SHALL BE PAID WITHIN THE SAME FISCAL YEAR THE
NONPARTICIPATING EMPLOYER IS INVOICED.

B~ H. This section does not permit an employer to alter the
irrevocable agreement approved by the board under section 38-729.

I. FOR THE PURPOSES OF CALCULATING AN EMPLOYER'S LIABILITY UNDER
THIS SECTION, MEMBERS WHO ARE ACTIVE, INACTIVE, RETIRED OR ON LONG-TERM
DISABILITY ARE CONSIDERED EMPLOYEES OF THE NONPARTICIPATING EMPLOYER IF
THE MEMBER'S MOST RECENT EMPLOYER WAS THE NONPARTICIPATING EMPLOYER AS OF
THE NONPARTICIPATION DATE.

J. AN EMPLOYER THAT IS NO LONGER PARTICIPATING PURSUANT TO THIS
SECTION IS NOT ELIGIBLE TO PARTICIPATE IN ASRS AFTER THE EMPLOYER'S
NONPARTICIPATION DATE.

K. THIS SECTION DOES NOT APPLY TO AN EMPLOYER WHOSE EXISTENCE WAS
TERMINATED BY LEGISLATIVE ACTION OR OTHERWISE BECAME A NONPARTICIPATING
EMPLOYER AS DESCRIBED IN SUBSECTION A OF THIS SECTION ON OR BEFORE JANUARY
1, 2013.

= L. For the purposes of this section:

1. "LTD program”™ means the program established by article 2.1 of
this chapter.
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2. "LTD program employer actuarial accrued Tliability" means the
vatue—of—atrt—of—the—emptoyers—opemr—tTb—program—Ccitaims —as of —the
monpaTticipatiomr—date—ptus—the—vatue—of——any B—program——ctaims—that

3 —_ 3 - o I ot I et
TCT i ACTUARIAL ACCRUED
LIABILITY FOR THE EMPLOYER'S ACTIVE AND INACTIVE MEMBERS AND THE OPEN LTD
PROGRAM  CLAIMS FOR THE EMPLOYEES OF THE EMPLOYER AS OF THE
NONPARTICIPATION DATE.

3. "LTD program totat—deficit FUNDED percentage" means the total
tFB—programactuartat—accrued—Habitties mimus—the—totatT market value of
LTD program assets divided by the total LTD program actuarial accrued
liabilities, as of the actuarial valuation performed immediately preceding
the nonparticipation date. If the percentage is *Fess GREATER than zero
ONE HUNDRED PERCENT, the LTD program totgt—deficit FUNDED percentage is
zero ONE HUNDRED PERCENT.

==
I

4. "Nonparticipation date" means the date on which the employer is
no longer participating in ASRS.

5. "Plan"™ means the retirement plan established by this article.

6. "Plan employer actuarial accrued 1liability" means the plan's

actuarial accrued Tiability for all benefits provided under this article,
including benefits established 1in section 38-783, for the employer's
active, inactive or retired members as of the actuarial valuation
performed immediately preceding the nonparticipation date.

7. "Plan toutat—deficit FUNDED percentage” means the plan's TOTAL
MARKET VALUE OF ASSETS DIVIDED BY THE PLAN'S actuarial accrued liability
for all benefits provided under this article, including benefits
established in section 38-783, for all active, inactive or retired members

or—retired—members as of the actuarial valuation performed immediately
preceding the nonparticipation date. If the percentage is tess GREATER
than zero ONE HUNDRED PERCENT, the plan totet—deficit FUNDED percentage is
zero ONE HUNDRED PERCENT.

/O STATE APRIL 13,2018
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